Historic,  archived  document 


Do  not  assume  content  reflects  current 
scientific  knowledge,  policies,  or  practices. 


FOREIGN  AGRICULTURE  CIRCULAR 

U.S.  DEPARTMENT  OF  AGRICULTURE 
Foreign  Agricultural  Service     Washington  D.C. 


mm 


«  S  OCT.  CF  AGRICULTURE 
PROSPECTS  FOR  MEAT  PRODUCT  ExldftfP1'  SeRIAL  R£C0RPS 


LIVESTOCK  AND  MEATS 
FLM  6-62 
April  1962 


TO  THE  EUROPEAN  COMMON  MARKET 


Purpose  of  the  Common  Market 

The  aim  of  the  Common  Market  is  to  eventually  remove  all  tariffs  and  other 
trade  barriers  between  Belgium,  Luxembourg,  the  Netherlands,  Italy,  France, 
and  West  Germany  and  establish  a  common  tariff  which  will  apply  to  all 
countries  outside  the  Union. 

Under  this  arrangement,  goods  should  flow  readily,  for  example,  between 
West  Germany  and  Italy  as  they  do  now  between  the  various  states  in  the 
United  States.  The  bulk  of  the  people  are  expected  to  benefit,  since 
free  movement  of  capital  and  workers  will  be  encouraged,  thereby  making 
it  possible  to  take  economic  advantage  of  mass  production  and  efficient 
marketing. 


U.S.  Prospects 


Prospects  appear  favorable  for  continued  large  shipments  to  the  Common  Mar- 
ket area  of  most  meat  byproducts  exported  from  the  United  States,  such  as 
hides  and  skins,  tallow  and  other  inedible  animal  greases  and  oils,  some 
types  of  variety  meats,  sausage  casings,  and  mohair.    Prospects  are  less 
x'avorable  for  lard  and  fatback. 

In  196l  exports  of  these  products  to  the  European  Economic  Community  totaled 
$89.5  million  or  about  one-fourth  of  total  U.S.  exports  of  livestock  and  meat 
products.    The  EEC  provided  a  market  for  almost  one-third  of  U.S.  exports  of 
tallow  and  greases,  about  one-fourth  of  the  hides  and  skins,  mohair,  natural 
sausage  casings,  and  variety  meats  and  6.6  percent  of  the  lard  (see  table  l) . 


General  economic  conditions  inside  the  EEC  are  expected  to  improve  in  the 
years  ahead.    Industrial  activity  and  consumer  incomes  may  rise  so  much 
that  demand  for  meat  and  packinghouse  products  may  expand  considerably. 
The  area  as  a  whole  is  characterized  by  relatively  high  meat  prices,  and 
imports  of  carcass  and  variety  meats  have  'been  controlled  by  various  im- 
port restrictions.    Consumption  of  meat  per  person  in  Italy  is  much  less 
than  in  the  5  other  Common  Market  countries.    As  integration  progresses 
Italian  consumption  may  increase  sharply. 


Import  Duties  and  Variable  Import  Levies 

According  to  the  present  schedule,  the  common  external  tariffs  of  the  EEC 
will  become  fully  effective  by  1970.    Similarly,  at  that  time  internal 
tariffs  will  have  been  abolished.    Meanwhile  most  EEC  countries  have  begun 
the  gradual  adjustment  toward  common  tariffs  by  raising  import  duties  on 
variety  meats,  tallow,  hog  grease,  lard,  and  fatback  imported  from  the 
United  States  and  other  areas  outside  the  EEC.    They  also  have  lowered 
duties  on  imports  from  countries  within  the  Customs  Union.    Except  for 
variety  meats,  lard  and  fatback,  duties  were  not  increased  significantly 
for  items  making  up  the  bulk  of  the  U.S.  exports  to  the  Common  Market. 
(For  more  information  on  the  tariff  changes  see  Foreign  Agriculture  Cir- 
cular, FLM  5>  April  19^2,  Common  Market  Developments  Affecting  Livestock 
and  Meat  Products. ) 

Production  of  livestock  products  in  the  Common  Market  is  likely  to  increase 
materially  if  current  average  livestock  prices  are  maintained.    The  establish- 
ment of  variable  import  fees  on  carcass  pork  products,  lard,  fatback  and 
beef  will  also  help  to  support  prices.    The  increased  production  will  tend 
to  reduce  overall  import  requirements. 

The  import  fees  on  pork  will  be  established  after  consideration  of  grain 
prices  in  individual  countries,  hog  production  costs  and  target  prices  for 
hogs.    These  variable  import  fees  for  carcass  pork  products,  and  lard  are 
to  be  placed  in  effect  on  July  1,  1962  and  are  to  be  fully  effective  by 
about  1970. 

Inspection  and  sanitary  controls  for  variety  and  carcass  meats  entering 
EEC  countries  may  continue  to  limit  imports.    These  controls  are  to  be 
unified  for  all  6  EEC  countries.    The  West  German  inspection  laws  are  parti- 
cularly comprehensive  and  it  is  possible  that  the  strict  German  require- 
ments may  establish  a  pattern  for  the  whole  area. 


General  Agreements  on  Tariffs  and  Trade 

At  the  recent  tariff  conference  in  Geneva,  Switzerland  the  EEC  agreed  to 
bind  its  common  external  import  duties  for  raw  hides  and  skins,  and  mohair 
at  zero.     It  agreed  to  bind  the  Common  External  Tariffs  (CXT's)  for  edible 
variety  meats  of  hogs  and  cattle  at  20  percent  ad  valorem;  inedible  tallow 
at  2  percent  and  inedible  hog  grease  at  3  percent. 
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The  Common  Market  also  agreed  that  variable  import  fees  will  not  apply  for 
these  products  and  that  no  other  devices  will  be  used  to  further  restrict 
the  trade  in  these  items  after  the  Common  Market  tariffs  become  completely 
adjusted  in  1970*    In  the  interim  the  EEC  is  obligated  not  to  tighten  con- 
trols on  imports  from  outside  countries  without  renegotiations  in  GATT  and 
the  granting  of  compensatory  trade  concessions  to  countries  which  have  been 
injured  by  EEC  trade  intervention.    Under  this  arrangement  the  United  States 
should  be  able  to  maintain  a  fairly  large  share  of  the  European  market  for 
some  imported  packinghouse  products. 

Tallow  and  greases. — In  19 6l  the  United  States  exported  $40.8  worth  of 
tallow  and  greases  to  the  EEC  (see  table  2).    At  the  recent  GATT  conference 
the  CXT  duty  on  inedible  tallow  was  bound  at  2  percent  ad  valorem.  The 
weighted  average  duty  on  exports  of  inedible  tallow  from  the  United  States 
to  the  Common  Market  in  1959  "was  O.k  percent.    Since  no  further  restric- 
tive measures  are  expected  for  tallow,  U.S.  trade  of  this  item  should  not 
be  materially  affected. 

There  has  been  a  steady  increase  in  the  use  of  synthetic  detergents  in  the 
Common  Market  area  and  this  may  tend  to  reduce  import  demand  for  tallow. 
However,  demand  for  tallow  for  livestock  and  poultry  feeding  is  expected 
to  increase.    Use  of  tallow  for  industrial  uses  is  expected  to  remain  high. 

million 

Hides  and  skins. --U.S.  trade  with  the  EEC  which  totaled  ^20.6/in  1961  is 
not  expected  to  be  affected  by  the  new  Common  Market  regulations.    The  new 
duty  rate  on  these  items  has  been  bound  in  GATT  at  zero.    No  other  restrict- 
ive features  of  the  Common  Market's  new  Agricultural  Policy  are  expected  to 
be  applied  to  this  item. 

Variety  meats. --U.S.  exports  of  variety  meats  to  the  Common  Market  in  1961 
totaled  nearly  $l6.k  million  compared  with  a  total  of  $27.2  million  to  ill 
countries.    U.S.  exports  in  i960  were  $lU  million  and  $25«2  million, 
respectively  (see  table  3)' 

Imports  of  these  products  into  West  Germany  continue  to  be  controlled  by 
a  dollar  allocation  system.    Imports  by  France  are  controlled  by  import 
and  exchange  controls.    Italy  permits  very  small  imports  under  its  quota 
system.    Frozen  tongues  are  not  permitted  entry  into  West  Germany  because 
of  veterinary  regulations. 

In  view  of  the  current  restrictions  on  trade,  the  increased  tariff  duties 
are  not  expected  to  be  unusually  restrictive.    At  current  income  levels 
Italy  is  a  potentially  large  market  for  these  products.    If  business  condi- 
tions improve  in  the  future  as  is  expected,  Italy's  quotas  may  be  increased, 
since  Italian  consumers  are  expected  to  expand  sharply  their  consumption  of 
meat  products. 

The  weighted  average  tariff  on  U.S.  beef  and  pork  livers  shipped  to  the  EEC 
in  1959  was  8-.  5  percent,  for  beef  tongues  was  10  percent  and  for  other 
types  about  10.^  percent.    The  CXT  for  variety  meats  of  pork  and  beef  is 
20  percent. 
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Lard  and  fatback. — Prospects  for  U.S.  exports  of  lard  and  fatback  to  the 
Common  Market  are  poor.     In  recent  years  there  has  been  a  strong  tendency 
for  consumers  in  these  areas  to  use  a  larger  proportion  of  vegetable  fats 
and  less  animal  fats.    Domestic  lard  production  has  increased  to  a  point 
where  the  area  is  almost  self-sufficient.    Also,  France  has  had  a  surplus 
for  export  and  has  been  shipping  increasing  amounts  to  the  United  Kingdom. 
Variable  import  fees  will  be  established  on  shipments  of  these  items  into 
the  Customs  Union  beginning  July  1,  1962.    These  import  levies,  plus  a  sub- 
stantial increase  in  import  duties  in  West  Germany  and  the  Netherlands,  are 
expected  to  seriously  curtail  U.S.  trade.    The  value  of  U.S.  lard  and  fat- 
back  trade  with  the  EEC  in  1961  was  about  £3*5  million. 

The  weighted  average  duty  on  U.S.  shipments  of  lard  to  the  EEC  in  1959  was 
9.7  percent,  the  CXT  is  20  percent.    The  Netherlands  and  West  German  im- 
port duties  on  frozen  fatback  in  1959  were  9.6  and  7»5  percent,  respectively. 
The  CXT  is  22  percent. 

Casings. — U.S.  exports  of  natural  casings  to  the  6  EEC  countries  in  I96I 
totaled  $3«7  million  of  which  $1.8  million  were  shipped  to  Germany  and  $1.1 
million  to  the  Netherlands.    Exports  to  Italy,  a  large  potential  market,  were 
practically  nil  because  of  Italy's  quantitative  controls.    France  also 
limits  imports  from  the  U.S.  by  exchange  and  licensing  controls.  Animal 
casings  are  facing  increased  competition  from  artificial  casings  in  Europe. 

EEC  imports  of  natural  casings  from  all  countries  will  continue  to  be  duty- 
free with  U.S.  trade  continuing  at  a  relatively  high  level. 

Mohair. --The  $3.9  million  worth  of  U.S.  mohair  shipped  to  the  EEC  in  1961 
represented  13  percent  of  U.S.  production. 

EEC  countries  do  not  levy  import  duties  on  raw  mohair  and  no  change  in  the 
duty  status  is  anticipated.    European  demand  for  mohair  is  likely  to  be 
variable  from  year  to  year  depending  upon  the  demand  for  cloth  made  from 
this  specialty  hair.    No  mohair  is  produced  in  the  EEC. 
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